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STRS QUARTERLY LI Tl GATI ON REPORT
Cct ober 1999

PROPERTY ADVI SOR: CB Richard Ellis
W shire Landnmark

Wang v. STRS (1994) STRS Counsel: Haight, Brown, & Bonesteel

Legal counsel retained by insurance conpany. Al | eged el evator
injury at property. Attorneys of insurance conpany have
responded to conplaint and proceeding with preparation for trial.

Nort hrop Gruman Pl aza

Sanders v. STRS, et al. (1994) STRS Counsel: Haight, Brown and
Bonest eel . Al leged injury as a result of elevator malfunction

| nsurance Conpany has retained counsel on behalf of STRS.
Response to conplaint has been filed. Plaintiff’s deposition
taken March 2,1995. MIllar Elevator (cross-defendant) has filed
a governnmental claim against STRS with the Board of Control.
Upon rejection MIllar Elevator wll file a cross-conplaint
agai nst STRS. Court has ordered nediation set before April 1996.
M|l ar Elevator has accepted STRS tender of defense and agreed to
i ndemmi fy STRS. Trial presently set in Santa Mnica Superior
Court.

Chudnousky v. STRS (1995) STRS Counsel: Wlner, Klein & Siegal

| nsurance carrier retained counsel on behalf of STRS. Plaintiff
all eges she fell over a brick in plaza and broke her hip. daim
bei ng processed through insurance carrier. Lawsuit was filed and
served on STRS in January 1997. Court has requested parties enter
into nediation, which is scheduled for COctober 8, 1997

Plaintiff has offered to settle case for $75,000. The nediation
hearing resulted in a $20,000 settlenment offer to plaintiff to
settle case. Property manager for STRS has been deposed and
di scovery i s ongoi ng.

STRS v. Northrop Guman (1998) STRS Counsel: None assigned at
this date: Claim made by advisor to tenant for common billing
for electricity. Tenant and advisor are working on resol ution of
issue without litigation and claim by Landlord may be offset by
out standing credits accunul ated by tenant.

STRS v. Mercantile National Bank (1998) STRS Counsel: Cox, Castle
& N chol son. Claim made by landlord to tenant for deferred
billing of electricity which tenant has di sputed.



STRS QUARTERLY LI Tl GATI ON REPORT
Cct ober 1999

Advi sor and tenant attenpting to resolve issue wthout
[itigation.

Rancho Pacifica

STRS v. Nttok Tile (1997) STRS Counsel: Cox, Castle &
Ni chol son. Tenant has abandoned space and fil ed bankruptcy. STRS
has filed a claim with the bankruptcy trustee through its
counsel . Advisor w il nonitor bankruptcy claim STRS has
recei ved $7,100. 00 under bankruptcy claimto date.

STRS v. Specialized Testing (1998) STRS Counsel: Cox, Castle &
Ni chol son. Tenant was under an agreenent as a result of a prior
default, which included a stipulated judgnent. Tenant has again
defaulted and the stipulated judgnent enforced renoving tenant
from possession of the prem ses. Landl ord has obtai ned possession
of the prem ses. Action has been initiated to collect from the
guarantors under the |ease, however, possibility of collecting
judgnent is poor and advisor is reconending STRS wite-off
bal ance owed.

STRS v. Waldron & Co. (1997) STRS Counsel: Cox, Castle &
Ni chol son. Tenant was sued by the Securities and Exchange
Commission in Septenber 1998 and ceased to occupying the
property. STRS has retained possession of the property and
applied the security deposit to arrearage. Advisor wll assess
availability of tenant’'s assets to determne if STRS should
pursue judgenent. Tenants space has been re-leased mtigating the
damages.

STRS v. Virtual Stock (1999) STRS Counsel : Cox, Castle &
Ni chol son. Tenant has breached | ease via non-paynent and vacat ed
property. Lease expires March 1999. Advisor wll assess assets

of tenant to determne if STRS should pursue litigation.

9720 Wl shire

STRS v. Inman, Wisz & Stein. (1998) STRS Counsel: Cox, Castle &
Ni chol son. Tenant has vacated space and is presently in default
on rent due and ow ng under their |ease. Advisor will seek
j udgnment and pursue collection against tenant.
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PROPERTY ADVI SOR: Lend Lease
Anahei m Pl aza Shoppi ng Center

In Re Clothestinme (1995) STRS Counsel: Cox, Castle & Ni chol son
Tenant filed bankruptcy on Decenber 9, 1995 but continues to nmake
paynment to STRS and occupy space.

STRS v. El Pollo Loco (1999) STRS Counsel: Cox, Castle &
Ni chol son. Negotiation to enter into lease wth tenant
termnated when they refused in bad faith to sign corporate
| ease. Attenpts will be made to seek reinbursenent of costs and

|l egal fees prior to litigation.

STRS v. Baskin Robbins (1997) STRS Counsel: Cox, Castle &
Ni chol son. Tenant has defaulted under |ease via non-paynent of
rent. Unlawful Detainer action was commenced against tenant to
regai n possessi on and seek nonetary judgnent against tenant.

* Ruiz v. STRS (1999) STRS Counsel: Cuff, Robinson and Jones.
Personal injury action filed by plaintiff alleging abduction from
parking lot, assault and rape. Matter has been sent to insurance
carrier who has retained counsel on behalf of STRS to defend
action.

STRS v. Kenny Rogers Roasters (1997) STRS Counsel: Cox, Castle &
Ni chol son. Tenant is in default of Lease for non-paynent of CAM
charges and rent. Legal action has been initiated to regain
possession of the premses and wll seek nonetary judgnent
agai nst franchi see and guarantor Roasters Corporation. Tenant has
filed for Bankruptcy protection and a proof of claim has been
filed on behalf of STRS in the bankruptcy case. Tenant objected
to STRS claim for future lost rent. STRS counsel is attenpting
to reach settlenment on claimto control litigation costs due to
limted assets of debtor available to creditors.

Paci fic Financial Plaza

STRS v. Cal Fed (1999) STRS Counsel : Voss, Cook & Theil.
Litigation involves a nmaster |lease with tenant Cal-Fed who has
claimed that |ease was termnated due to actions of |[|andlord.
Space had been sub-leased by Cal-Fed to two (2) sub-tenants with
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out the permission of the landlord as required by the terns of
the | ease. Sub-tenants continue to pay rent into an escrow
account while litigation is ongoing. STRS will seek declaratory
relief judgnent against Cal-Fed for determnation of validity of
| ease and nonetary judgenent for danages suffered by STRS. Cal -
Fed has cross-conpl ai ned agai nst sub-tenants and STRS whi ch have
been responded to by STRS counsel. Depositions of STRS real
estate advisors heve been postponed pending Cal-Fed' s attenpt to
settle with sub-tenants.

* STRS v. Md Atlantic Bagel (1999) STRS Counsel: Rudni ck &
Wl fe. Tenant has breached |ease via non-paynent, vacated
prem ses and its parent conpany — Manhattan Bagel Conpany - has
filed for protection from creditors in Bankruptcy Court. STRS
counsel has filed a claim wth the Bankruptcy Court for
$133, 613. 24 agai nst Manhattan Bagel Conpany as guarantor of the
| ease and is attenpting to negotiate with Md Atlantic Bagel for
a Term nation Agreenent to regain | egal possession of the space.

* STRS v. Chung Sun Choi dba Plain N Fancy Donuts (1999) STRS
Counsel : Rudni ck & Wl fe. Tenant has breached | ease via non-
paynent . Negoti ati ons have resulted in a paynent plan which
tenant i s making paynents according to its terns.

Joe Pacific Shoe Repairs v. STRS, et al. (1997) STRS Counsel: to
be determned - appointed by insurance conpany. Plaintiff
all eges breach of |ease commtnent by property manager of STRS
STRS will be indemified for all costs and judgnents by insurance
carrier of leasing agent. Case has been scheduled for trial and
depositions and discovery continuing in preparation for trial.
Case is being nonitored by STRS counsel: Bendet, Fidell et al.
wth fees paid Case by the insurance carrier.

1120 19'" Street

In Re Thomas Enterprises. Inc. (1992) STRS Counsel : Hazel &
Thomas, P.C. Tenant bankruptcy. Relief sought: $70,000. Chapter
Il, issue over 4 parking spaces which tenant gave up with | ease
for Suite 700. Creditors objected to disclosure statenent. Once
di sclosure statenent revised and approved, plan wll be
circulated for creditors approval.

* STRS v. Communi cation Inmages (1999) STRS counsel: Rudnick and
Wl fe. Tenant has breached | ease via non-paynent of rent and has

4



STRS QUARTERLY LI Tl GATI ON REPORT
Cct ober 1999

vacated property. Counsel is attenpting to resolve matter
wi thout litigation.

University Ofice Park

Washi ngton v. STRS (1999) STRS Counsel: Law O fice of Daniel
Hrshik. Plaintiff clains a slip and fall injury in the parking
lot. Matter has been sent to law firmretai ned by the insurance
carrier (Royal Insurance) for representation in defense of STRS.
Cross-conplaints have been filed against managenent conpany and
security conpany on behalf of STRS. Discovery is in progress.

Sout hrail Busi ness Par k

STRS v. Song Dba Wo-R (1997) STRS Counsel: Procopio, Cory,

Hargraves & Sabitch. Tenant has defaulted wunder Lease via
nonpaynent of rent. Tenant has vacated space and filed for
Bankr upt cy. Col l ection of arrearage unlikely but advisor wll

file claimon behalf of STRS in Bankruptcy proceedi ng.

STRS v. Dundee (1998) STRS Counsel: Procopio, Cory, Hargraves &
Sabi t ch. Tenant has defaulted under | ease. Judgnent obt ai ned
for noney and possession. Possession of space has been regai ned
by STRS. Advisor will attenpt to collect noney judgnent from
t enant .

Pacific North West G oup B-B-1

Mar ket Center Managenent (MCM) v. PN WG B/B-1 et al. (1999)
STRS Counsel : Pillsbury, Madison & Sutro. MCM is seeking
specific performance of a sale of the property known as the Marts
under an unsigned purchase and sale agreenent. Responses have
been filed on behalf of PERS and STRS as joint defendants and
di scovery is ongoing. Def ense Counsel is review ng vol um nous
records on the property to respond to discovery requests. A
joint venture neeting between the joint venturers (PERS, STRS and
Tramell Crowe) took place in late March to discuss the
litigation. A Settlenent Proposal has been reached and approved
by the respective Investnent Commttees of the joint venturers.
Al'l docunents relating to the settlement and sale of the asset
have been filed and escrow has closed. Case cl osed.
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El be v. STRS (1994) STRS Counsel: Del aney, Zenetis, Donahue &
Dur ham (appoi nted by i nsurance conpany) Alleged slip and fall by

an enployee of tenant. The conplaint was served in July, 1996

STRS Counsel has filed answer and cross-conplaint against a
cleaning conpany. Discovery is proceeding with deposition of
plaintiff conpleted. Counsel has reviewed deposition as
favorable to STRS, matter proceeding to trial. Trial date set
for Novenber 1999, STRS Counsel anticipates filing Summary
Judgenent notion to resol ve case.

Santa Cl ara | ndustri al

Lopez v. STRS, et al. (1993) STRS Counsel: Jones, LaMre, Brazier
and Riddle (retained and paid by insurance conpany). Per sona
injury action for alleged slip and fall due to |eak on roof

Matter bei ng handl ed by insurance carrier.

Quarry Shoppi ng Center

STRS v. Partyland (1997) STRS Counsel: Schenk, Annes, Brooknmen &

Tepper. Tenant has requested early termnation of |ease which
| andl ord has denied (lease |anguage does not allow an early
term nation). Attorneys are negotiating settlenment to avoid
[itigation.

Non- Real Estate |Investnent Related Litigation

Integra Realty Resources, etc. and et al. v. Fidelity Capital
Appreci ation Fund, et al.

U. S. Bankruptcy Court of Col orado

Plaintiffs’ Counsel

STRS Counsel: Irene Tanmura, Deputy Attorney GCeneral

This is a class action, of which STRS is a likely nenber, filed
agai nst several hundred sharehol ders of Integra, a conpany now in
Bankr upt cy. STRS owned shares of Integra through its Extended
Mar ket  Fund. Through a series of conplex nergers, buyouts
culmnating on January 3, 1989, in a spinoff by Integra of the
stock it owed in a subsidiary, STRS becane the owner of 13,649
shares of ShowBiz Pizza with an assigned val ue of $156,000. (The
original cost of the Integra shares which were replaced by the
ShowBi z shares was $267,000. Thus, STRS suffered a paper |oss of
approxi mately $111,000.) This action, brought by the trustee for
several creditors of Integra, maintains that the spinoff was a
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conveyance in fraud of the creditors. The payer is to reverse
the transaction or to reinburse Integra for the value of the

fraudul ently conveyed asset together with attorneys’ fees. As a
result of a nmotion brought by a majority shareholder, the
Bankruptcy Court has appointed counsel for Fidelity Capital
Appreci ation Fund who shall provide a defense on behalf of the
class of defendant’s. There is presently before the court a

settlenment offer which wll be voted on by the class of
defendants of which STRS is a nmenber and subject to court
approval. Wthout disrupting the pending settlenent on file with

the Court, recent cases have raised a possible defense of
Soverign Immunity which wll be pursued by counsel for Cal STRS.

Cal M cro Devices Litigation (1995) STRS Counsel: Hogan & Hartson
by Joseph Hassett. The federal trial court accepted the
settl ement proposed by the parties, which resulted in a partia
recovery of damages and the savings of many mllions of dollars
in attorneys’ fees. The fornmer CEO of the conpany has been
convicted of securities fraud and was ordered on Decenber 8, 1998
to make partial restitution to the class by the conveyance of
conpany stock valued at approximately $3.75 million and by the
assignnent to the class of the $2 million in proceeds of officers
and directors insurance. This order is subject to appeal. ,
1999. In addition, the CEO is subject to personal liability in
the original class action. Judge Wl ker heard argunents on our
notion for Summary Judgenent agai nst the CEO on Thursday, June 3.
Thereafter, Cal STRS and Col PERA entered into a tentative
settlenment agreenent with the fornmer CEO (Chan Dessai gondar)
pursuant to which M. Dessaigondar would convey to all of the
class all of the shares under his control. A token nunber of
t hese shares (3.293% of the total) will be held back and returned
to him if he is exonerated in the crimnal case. It is
anticipated that this agreenent wll be finalized and sent to
Judge Wal ker for his approval in Cctober 1999.

NASDAQ Litigation (1997) STRS Counsel: Ofice of the Attorney
CGeneral. This is a federal class action lawsuit originally filed
in 1995. The case as currently filed alleges that the NASDAQ
mar ket makers—arge brokerage houses—onspired to maintain an
overly wide “spread” in the transaction costs associated wth the
trading of shares of stocks on the NASDAQ narket. The spread in
the transaction costs were |limted to half points rather than
quarter points, a practice that resulted in higher costs. The
practice has been referred to as a form of price rigging and
occurred from May 1989 to May 1994.
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On Novenber 9, 1998, a class-action setttlenment of $1.03 billion
was approved by the Federal district court. As a nenber of the
class, STRS will receive a portion of the proceeds from the
settlement. The timng and anount of paynent are dependent upon
the resolution of an appeal of the settlenent and certain
adm ni strative issues. The prelimnary plan of distribution is
unique in that individual investors wll receive a greater
percentage of their |osses as conpared to institutiona
i nvestors, because institutional investors had alternate trading
mechani sms to NASDAQ available to them It is not anticipated
that any funds will be distributed to class nenbers earlier than
the end of next year.

County of Los Angeles v. STRS (1998) STRS Counsel: STRS Lega

Ofice, Douglas C. WIls. County of Los Angel es approached STRS
through its advisor CB Richard Ellis to purchase a small tract of
land (1,335 square feet) which was needed by the county to a
roadway inprovenent project known as the Al ameda Corridor
project. The parties could not agree on the representations and
warranties relating to environnmental issues and STRS suggested
t he parcel be acquired through an Em nent Domain action. Parties
have worked out a Stipulated Judgnent in the action wth paynent
to STRS in the anobunt recommended by its advisor under the
purchase and sal e agreenment. Docunents have been signed and are
bei ng recorded to close transactions. Case closed.

Not e: * indicates new litigation cases added to Quarterly
Report.



